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$PD]RQ1HWIOL[DQG5KDSVRG\DVH[DPSOHVRIEXVLQHVVDSSO\LQJWKH/RQJ7DLO˖:K\WKHIXWXUHRIEXVLQHVV
LVVHOOLQJOHVVRIPRUH7KURXJKWKHDQDO\VLVDERXWFRQVXPSWLRQGDWDRI5KDSVRG\¶VFRQVXPHULQRQHPRQWK
KHGLVFRYHUHG D VSDUNOLQJSKHQRPHQRQ WKDW VRPHSRSXODU VRQJV LQ WKHPLQRULW\ZKLFKZHUH ORFDWHG DW WKH
KHDGRIFXUYHKDGEHHQGRZQORDGHGLQQXPHUDEOHWKHFXUYHIHOOVXGGHQO\DORQJZLWKWKHIDOOLQJSRSXODULW\RI
VRQJVKRZHYHUWKHFXUYHKDGQHYHUUHGXFHGWRWKH=HUROLQHVHH)LJ7KHSULQFLSOHRIWKHORQJWDLOLVWKDW
WKH SURSRUWLRQ RI WKH PDUNHW RI WKRVH QRQKLW LWHPV ZKLFK KDYH ORZHU GHPDQG DQG VPDOOHU YROXPHV FDQ
FRPSHWHZLWKSRSXODU LWHPV¶DQGPD\EHHYHQPRUHDV ORQJDV LQYHQWRU\DQGFLUFXODWLRQFKDQQHODUH ODUJH
HQRXJK ,QRWKHUZRUGVPDUNHWHQHUJ\ JDWKHUVE\PXOWLWXGHVRIQLFKHPDUNHWFDQDJDLQVWZLWKPDLQVWUHDP
PDUNHW
7UDGLWLRQDOO\SHRSOHZLOOSD\PRUHDWWHQWLRQWRWKHLPSRUWDQWSHUVRQVRUWKLQJVWKHKHDGRIFXUYHHDVLO\
DQGXQGHUHVWLPDWHWKHSRZHURIRUGLQDU\FRQVXPHUVWKHWDLOEXWLWVQXPEHULVPRUHVXEVWDQWLDOWKDQ9,3¶V
,QQHWZRUNHUDSHRSOHFDQFRQFHUQWKH³WDLO´DVWKHUHVXOWRIWKHFRVWRIFRQFHUQLQJDJJUHVVLYHO\ORZHUHGDQG
WKH WRWDO EHQHILW RI ³WDLO´ ZLOO H[FHHG ³KHDG´ *RRJOH LV D W\SLFDO H[DPSOH ZKLFK KDV ORQJ WDLO HIIHFW LW
FRRSHUDWHVZLWKPLOOLRQVRIVPDOOZHEVLWHVDQGLQGLYLGXDOWKLVJURXSLVXQZRUWKLQHVVWRRUGLQDU\PHGLXPDQG
DGYHUWLVLQJ DJHQF\ E\ DGYHUWLVHPHQW SURGXFWV$G 6HQVH RIIHUV WKLV JURXS WR SHUVRQDOL]HG VHUYLFH DQG
SURGXFWV KXJH HFRQRPLF SURILW 0LOOLRQV RI HQWHUSULVHV FRRSHUDWH ZLWK *RRJOH LQ ILHOG RI DGYHUWLVLQJ
FRPPXQLFDWLRQE\RQOLQHGLYLVLRQRIODERUDQGSURGXFWODUJHLQFRPHIRUWKHPVHOYHV
$QGHUVRQ FRQVLGHUV WKDW WKHUH DUH WZR PDJLF FRGHV FDQ HQDEOH D WDLO PDUNHW ERRP RQH LV VXSSO\LQJ
FRPPRGLW\LQORZHUFRVWVPHDQZKLOHWKHRWKHULVILQGLQJWKHJRRGVLQKLJKTXDOLW\7KHQHWZRUNHUDLVWKH
EHVW DJHRIXVLQJ WKH WDLO HIIHFW ,QWHUQHWZRUNHGHQWHUSULVHFDQ UHGXFH WKHLU FRVWVRI LWHPV LQDGGLWLRQ WKH\
KDYHQ¶W DQ\ LQYHQWRU\ DQG WKH\ FDQ H[SDQG DVVRUWPHQW RI JRRGVJUHDWO\$PD]RQEX\'DQJGDQJ DQG
7PDOO DOO RI WKHVH HQWHUSULVH DUH RSHUDWLQJ LQ WKLV PHWKRG ,I LQWHUQHWZRUNHG HQWHUSULVH ZRXOG VHOO YLUWXDO
SURGXFWVWKHWDLOHIIHFWFDQSOD\LWVUROHWRWKHOLPLWEHFDXVHRIWKHFRVWVRISD\PHQWDQGGLVWULEXWLRQWHQGWR
]HURDQGGRZQORDGVRQJVLQL7XQHVRQOLQHYLGHRRQOLQHHERRNGRZQORDGFRORXULQJULQJDQG44VKRZDUH
JRLQJRQWKLVZD\QRZ
$QGHUVRQVXJJHVWVQRWRQO\WKHH[SHULHQFHRIPXVLFLQGXVWU\DQGODZRILQYLVLEOHSURGXFWVEXWDOVRYDULRXV
LQGXVWULHVDUHWKHUHIOHFWLRQRIWKHORQJWDLOZKLFKLVDFRQFOXVLRQRIFRPPRQUXOHRIJHQHUDOEXVLQHVVRIPDVV
FXVWRPL]DWLRQ LQ1HWZRUN HUD7KH ORQJ WDLO LV D NLQGRI QHZHFRQRPLFV WKDW LQYROYHV ERWK FRPPHUFH DQG
FXOWXUH 1RZDGD\V RXU FXOWXUH LV D PL[WXUH RI WKH ³KHDG´ DQG WKH ³WDLO´ LQVWLWXWLRQ DQG LQGLYLGXDO
SURIHVVLRQDO DQG DPDWHXU0DVV FXOWXUH ZLOO EH SRSXODU QR ORQJHU DQG PLFURFOLPDWH ZLOO EH XQNQRZQ QR
ORQJHUVLPXOWDQHRXVO\$QREYLRXVH[DPSOHLVWKDWQHWQRYHOLVUHSODFLQJWKHPDUWLDODUWVQRYHOLQ¶V
7KH/RQJ7DLO3KHQRPHQRQLQGDWDLQIRUPDWLRQDQGNQRZOHGJH
$FFRUGLQJ WR $QGHUVRQ¶V WKHRU\ LQ WKLV FKDSWHU ZH¶OO GLVFXVV WKH ORQJ WDLO SKHQRPHQRQ LQ GDWD
LQIRUPDWLRQ DQG NQRZOHGJH ,Q:RUOG'HYHORSPHQW5HSRUW LQüü.QRZOHGJH IRU'HYHORSPHQW
ZDVSXEOLVKHGE\WKH:RUOG%DQNIRUHODERUDWLQJWKHGLIIHUHQFHDPRQJGDWDLQIRUPDWLRQDQGNQRZOHGJH7KH
UHSRUWVWDWHGGDWD LV ILJXUHZRUGVRXQGDQG LPDJH WKDWDUHXQGUHVVHG ,QIRUPDWLRQ LVPHDQLQJIXOGDWDZLWK
EHLQJDUUDQJHGDQGSURFHVVHG LQDPHDQLQJIXO IRUP$QGNQRZOHGJHZLOOSURGXFWVPHDQLQJIXO LQIRUPDWLRQ
LQIRUPDWLRQSURFHVVHGDQGXWLOL]HGLQSURGXFWLRQFDQWUDQVODWHLQWRNQRZOHGJH
)URPDGDWDSHUVSHFWLYHWDNLQJ&KLQHVHFKDUDFWHUDVDQH[DPSOHWKHFRPPRQHVWZRUGVDUHIHZDFWXDOO\
EXW XELTXLWRXV 6R WKHVH IHZ ZRUGV KROG WKH ³KHDG´ RI FXUYH 7KH YDVW PDMRULW\ RI WKH UHVW DUH XVHG
RFFDVLRQDOO\ DQG WKH\ DUH FODVVLILHG LQ WKH ³WDLO´ )RU (QJOLVK WKH QXPEHU RI ZRUGV DSSHDUHG LQ 2[IRUG
(QJOLVK'LFWLRQDU\LVEXWRQO\WHQWKRXVDQGRIZRUGVDUHLQIRUPDOVHHLQ)LJ
6RPHRQHFDQOLYHDQGZRUNQRUPDOO\E\XVLQJZRUGVORFDWHVLQWKHDUHDRIWKH³KHDG´EXWLIKHZDQWVWR
ZRUN RQ OLWHUDWXUH RU UHVHDUFK LQ VRPH SURIHVVLRQDO ILHOGV KH PXVW PDVWHU VRPH ZRUGV LQ DUHD RI ³WDLO´
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6LPLODUO\EUHDNWKURXJKVDQGLQQRYDWLRQLQQRUPDOILHOGDOVRQHHGWKRVHZRUGVLQ³WDLO´
,Q WKH LQIRUPDWLRQRFHDQ WKHYDOXDEOHSDUWZLOOEH VWD\HG WKURXJK LQGXFWLRQGHGXFWLRQ DQGFRPSDULVRQ
DQG WKHQ FRPELQHGZLWK KXPDQ NQRZOHGJH V\VWHP FRPSOHWHG WUDQVODWLRQ IRUP LQIRUPDWLRQ WR NQRZOHGJH
7KLV WUDQVODWLRQ EHWZHHQ LQIRUPDWLRQ DQG NQRZOHGJH FDQ EH FRQVLGHUHG DV D SKHQRPHQRQ RI ³WDLO´ VRPH
LQIRUPDWLRQ LV WUDQVODWLQJ LQWR NQRZOHGJH DQG FRPLQJ LQWR WKH DUHD RI ³KHDG´ VRPH NQRZOHGJH LV
GHJHQHUDWLQJDQGFRPLQJLQWR³WDLO´LWNHHSVDG\QDPLFEDODQFHVHHLQ)LJ
7KHSURFHVVRIWUDQVODWLRQLVVHHQDVOHDUQLQJ%RWKKXPDQEUDLQDQGWHFKQRORJ\FDQFRPSOHWHWUDQVODWLRQ
$UWLILFLDO LQWHOOLJHQFH WHFKQRORJ\ VXFK DVPDFKLQH OHDUQLQJ NQRZOHGJHGLVFRYHU\ DQGGDWDPLQLQJ SDWWHUQ
UHFRJQLWLRQDQGQDWXUDO ODQJXDJHXQGHUVWDQGLQJFDQGLVFRYHUHIILFLHQW LQIRUPDWLRQ,WFDQEHFRQFOXGHGWKDW
NQRZOHGJHFDQEHVDYHGRXWRIKXPDQEUDLQZKDW¶VPRUHOHDUQLQJFDQRFFXURXWRIKXPDQEUDLQWRR
.QRZOHGJH ZLOO GHJHQHUDWH LQWR LQIRUPDWLRQ DQG GHJHQHUDWH LQWR GDWD IXUWKHU DQG JR EHJJLQJ ILQDOO\
$FFRUGLQJWRWKHGDWDIURP%LWO\WKDWLVDQLQWHUQHWOLQNDQDO\VLVRUJDQL]DWLRQWKHOLIHF\FOHRILQWHUOLQNLQJWKDW
VKDUHGE\LQWHUQHWLVVKRUWDQGWKHVHLQWHUOLQNLQJZLOOEHVXEPHUJHGLQ'DWD2FHDQVRRQ7KLVVWXG\UHYHDOV
WKDWDOORIWKHLQWHUOLQNLQJERWKIXQQLQJLQIRUPDWLRQDQGKDUGQHZVDUHIROORZLQJDVDPHUXOHWKDWLVFDWFKLQJ
RQH¶VH\HVDQGJRLQJIURPSHDNWRERWWRPDWODVWRQWKHZDQH.QRZOHGJHKDOIOLIHWKHRU\WKDWSURSRVHGLQ
VFDQDFFRXQWIRUWKLVUXOH$QGNQRZOHGJHKDOIOLIHWKHRU\LVDSHULRGIURPDFTXLVLWLRQRINQRZOHGJHWR
RXWRIXVH7KHNQRZOHGJH LVJRLQJ WRXVHOHVVQHVVDV WHFKQRORJ\FKDQJLQJDQG WKHPRGHUQ WHFKQRORJ\DQG
NQRZOHGJH LV FKDQJLQJ ZLWK HDFK SDVVLQJ GD\ HVSHFLDOO\ ,Q 7KH ,QGXVWULDO (FRQRP\ NQRZOHGJH WKDW LV
PDVWHUHGLQXQLYHUVLW\ZLOOEHYDOXDEOHLQDOOOLIHWLPHDQGDOLWWOHSDUWZLOOEHDJHLQJ7RWKHFRQWUDU\RI
NQRZOHGJHWKDWLVPDVWHUHGLQRQH¶VXQLYHUVLW\OLIHZLOOEHDJHLQJZKHQKHJUDGXDWHG
3HRSOHPXVWKDYHWKHDGYDQWDJHRILQIRUPDWLRQDQGNQRZOHGJHLQRUGHUWRKDYHFRPSHWLWLYHDGYDQWDJHLQ
QHWZRUN HUD /HDUQHU QRW RQO\ RZQV PRUH LQIRUPDWLRQ EXW DOVR WUDQVODWHV LQIRUPDWLRQ WR NQRZOHGJH DQG
XSGDWHV WLPHO\ 7KLV UHTXLUHV WKDW ZH VKRXOG H[SDQG RXU YLVXDO ILHOG WR WKH ³UDLO´ RI LQIRUPDWLRQ DQG
NQRZOHGJH6RLWLVYHU\LPSRUWDQWWKDWILQGLQIRUPDWLRQWUDQVODWHWKHPWRNQRZOHGJHDQGXSGDWHWLPHO\
7KHORQJWDLOSKHQRPHQRQLQOHDUQLQJILHOG
/HDUQLQJKDVEHHQDQLPSRUWDQWLVVXHRISV\FKRORJ\UHVHDUFK/HDUQLQJFDXVHGE\H[SHULHQFHLVGHILQHG
DV WKH FRQWLQXDO FKDQJH RI OHDUQHU
V EHKDYLRXU DELOLW\ DQG SV\FKRORJLFDO WHQGHQF\ DQG LV FRPPRQ
SKHQRPHQRQQRWRQO\LQKXPDQDQLPDOVEXWDOVRLQLQWHOOLJHQWPDFKLQHV/HDUQLQJLVDSURFHVVDVZHOODVD
UHVXOW/HDUQLQJDQGNQRZOHGJHFRPSOHPHQWHDFKRWKHU,QWKHUHODWLRQEHWZHHQLQIRUPDWLRQDQGNQRZOHGJH
OHDUQLQJFDQEHVLPSO\GHILQHGDVSURFHVVRIWUDQVIRUPLQJLQIRUPDWLRQLQWROHDUQHUV¶RZQNQRZOHGJH
,QQRUPDO VLWXDWLRQVRQHSHUVRQ ODUJHO\ DFFHSWV WKH IRUPDOHGXFDWLRQ LQ WKH ILUVW\HDUVRI OLIH ,Q WKH
LQGXVWULDODJHNQRZOHGJHDWWDLQHGLQVFKRROLVHQRXJKWRXVHIRUDOLIHWLPHVROHDUQHUGRHVQ¶WKDYHWROHDUQ
DIWHUOHDYLQJVFKRRO,QRWKHUZRUGVVSHQGLQJRIWKHOLIHWLPH\RXFDQDWWDLQRINQRZOHGJHUHTXLUHG
LQOLIHUXOHSOD\VDVLJQLILFDQWUROH%XWLQQHWZRUNHUDWKHKDOIOLIHRINQRZOHGJHLVUDSLGO\VKULQNLQJ
DQGRQO\ RI NQRZOHGJH XVHG LQ OLIHWLPH LV IURPVFKRROLQJ  IURPRWKHUZD\V2QO\ E\ FRQVLVWHQW
OHDUQLQJFDQZHNHHSXSZLWKWKHSDFHRIWLPHV:HKDYHQ¶WHQRXJKWLPHWRDFFHSWVFKRROLQJDIWHUJUDGXDWLRQ
VR WKH WLPH RI VFKRROLQJ LV OLPLWHG DQG VFKRROLQJ LV QR ORQJHU WKH PDLQVWUHDP RI OHDUQLQJ DQG LQIRUPDO
OHDUQLQJLVDVLJQLILFDQWDVSHFWRIOHDUQLQJ)RUWKHOHDUQLQJSURFHVVLQIRUPDOOHDUQLQJFDQEHVHHQDVWKHORQJ
WDLOSKHQRPHQRQLQOHDUQLQJVW\OHVHHLQ)LJ7KHUHVXOWLQJLQIRUPDOOHDUQLQJVKRXOGODVWDOLIHWLPH
7KH ORQJ WDLO LV D FROORTXLDO H[SUHVVLRQ LQ VWDWLVWLFV ZKLFK KDV WKH IHDWXUHV RI SRZHU ODZ DQG 3DUHWR
GLVWULEXWLRQ$V ORQJ DV WKH FRQVXPHUPDUNHW H[LVWV SRZHU ODZZLOO DSSHDUZKHQ LW VDWLVILHV WKH IROORZLQJ
WKUHHFRQGLWLRQV
• 'LYHUVLW\˄WKHUHDUHPDQ\GLIIHUHQWNLQGVRIWKLQJV˅
• ,QHTXDOLW\˄VRPHWKLQJKDVEHWWHUTXDOLW\WKDQWKHRWKHUWKLQJV˅
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• 7KHUHH[LVWQHWZRUNHIIHFWVVXFKDVUHSXWDWLRQRURUDOFRPPXQLFDWLRQHIIHFWZLOOPDNHWKH
GLIIHUHQFHRIWKHTXDOLW\GRXEOHDPSOLILFDWLRQ
,QQHWZRUNHUDOHDUQLQJUHVRXUFHVLVH[WUHPHO\DEXQGDQWVXFKDVYLGHREORJRSHQFRXUVHVZLGHO\H[LVWLQJ
RQLQWHUQHWZKLFKVDWLVILHVWKHGLYHUVLW\FRQGLWLRQV,WKDVDORWRILQHTXDOLW\VRPHRSHQFRXUVHVLQRQHVLWH
DUHEURZVHGRU GRZQORDGHGRYHU KXQGUHGVRI WKRXVDQGVRI WLPHVEXWPRUHPDWHULDOV DUH LJQRUHG VDWLVILHV
LQHTXDOLW\:LWKWKHVXSSRUWRIVRFLDOERRNPDUNV OLVWVVRFLDOHYDOXDWLRQVRFLDOFROOHFWLRQ WKHGLIIHUHQFHRI
OHDUQLQJ UHVRXUFHV TXDOLW\ LV HDVLO\ WRPXOWLSOH DPSOLILHG WKH KLJK OHYHO LVPRVWO\ XVHG ,QIHU IURP DERYH
OHDUQLQJUHVRXUFHVVDWLVILHVWKHWKUHHFRQGLWLRQVQHHGHGIRUSRZHUODZHVWDEOLVKLQJWKHORQJWDLOSKHQRPHQRQ
HQVXUHUHPDUNDEOHH[LVWVHHLQ)LJ
$VVRFLDWLRQLVP VXJJHVWV WKDW OHDUQLQJ LV WKH IRUPDWWHG DVVRFLDWLRQ DPRQJ WKH FRQFHSWV %HKDYLRXULVP
VWDWHV WKDW OHDUQLQJ LV WKHUHODWLYHFRQWLQXDOFKDQJHVRI OHDUQHU
VEHKDYLRXURUEHKDYLRXUSRWHQWLDOFDXVHGE\
LQGLYLGXDOH[SHULHQFH&RJQLWLYLVPHPSKDVL]HVOHDUQLQJLQWHUQDOSURFHVVDQGWKHFKDQJHRIFRJQLWLYHVWUXFWXUH
RU 6HQVH0DNLQJ 7KH PDLQVWUHDP RI OHDUQLQJ WKHRU\ HPSKDVL]HV WKDW OHDUQLQJ RFFXUV LQQHU KXPDQ EUDLQ
6XFKLVWKHFDVHLQLQGXVWULDOHFRQRP\HUD$VVXPLQJWKDWWKHLQIRUPDWLRQVXUJLQJLQWKHQHWZRUNHUDLVQR
OLPLWDQGWKHLQFUHDVLQJRINQRZOHGJHLVDOVRQRHQGEXWRXUEUDLQFDSDFLW\LVQ¶WWKHFDVH$FFRUGLQJWRWKH
WKLUGHGLWLRQ WLPHV LQ&KLOHRQ-XQH WKHDUWLFOHVWDWHV WKDW WKHEUDLQFDSDFLW\FDQQRWDGGDQG WKHKXPDQ
EUDLQHYROYHG WR WKH OLPLW+XPDQEUDLQSRZHU LV OLPLWHGEXWNQRZOHGJH LV LQILQLWH VRREYLRXVXQPDWFKHG
SKHQRPHQRQDSSHDUV:HPXVWVHHNVXSSRUWRXWVLGHEUDLQLQRUGHUWRDGDSWWRNQRZOHGJHH[SORVLYHJURZWKLQ
WKHQHWZRUNHUDWKHUHIRUHOHDUQLQJPXVWEHUHJDUGHGDVWKHNQRZOHGJHFRQVWUXFWLRQZLWKLQWKHKXPDQEUDLQ
DQGWKHWHFKQLFDOVXSSRUWRXWVLGHWKHKXPDQEUDLQ/HDUQLQJLQQHUEUDLQRFFXSLHVWKHKHDGRIVWXG\VSDFHDQG
WKHRXWHURFFXS\ WKH ORQJ WDLOZKLFKZLOOSOD\DQ LQFUHDVLQJO\ LPSRUWDQW UROHVHH LQ)LJ&RQFOXVLRQD
SHUVRQ LV QR ORQJHU DEOH WR KDYH DOO QHFHVVDU\ NQRZOHGJH SHUVRQDOO\ ZKR KDV WR VWRUH LW LQ RWKHUV RU
WHFKQRORJ\
'LVFXVVLRQRQWKH9LHZRI6RFLDO1HWZRUN/HDUQLQJ
%\PHQWLRQHGDERYHOHDUQLQJLQWKHQHWZRUNHUDDSSHDUVVRPHQHZFKDUDFWHULVWLFV
,QIRUPDOOHDUQLQJODVWDOLIHWLPH
$SHUVRQLVQRORQJHUDEOHWRKDYHDOONQRZOHGJHSHUVRQDOO\ZKRKDVWRVWRUHLWLQRWKHUVRUWHFKQRORJ\
/HDUQLQJFDQRFFXURXWVLGHKXPDQEUDLQ
+DYLQJ WKH DELOLW\ RI ILQGLQJ WKH LQIRUPDWLRQ DQG WUDQVIRUPLQJ LW LQWR NQRZOHGJH DQG XSGDWLQJ
NQRZOHGJHLQWLPHZLOOEHRIFUXFLDOLPSRUWDQFH
7KHQHWZRUNDJHLVWKHEHVWHUDGXULQJZKLFKWKHORQJWDLOSOD\VDUROH$QGHUVRQSRLQWVRXWWKDWORQJWDLO
HUDGHSHQGVRQWKUHHNLQGVRIVWUHQJWK˖WKHILUVWLVWKHSURGXFWLRQWRROVEHFRPHZLGHO\DYDLODEOHWKDWPDNH
RSWLRQDO VSDFH LQIODWLRQ LQ XQSUHFHGHQWHG VSHHG˗ WKH VHFRQG LV WKH GLVWULEXWLRQ FRVWV EHFRPH PRUH
DIIRUGDEOH˗WKHWKLUGLVWKHOLQNEHWZHHQVXSSO\DQGGHPDQGFDQEHHVWDEOLVKHGHIILFLHQWO\WRLQWURGXFHQHZ
SURGXFWVWRFRQVXPHUVDQGWRSURPRWHWKHGHPDQGWRPRYHULJKWDORQJFXUYH
,QYLHZRIWKHVLJQLILFDQWO\ORQJWDLOSKHQRPHQRQLQOHDUQLQJDUHDVOHDUQLQJLVFHUWDLQO\FRQVWUDLQHGE\WKH
ORQJWDLOWKHRU\7RERRPLQJWKHOHDUQLQJORQJWDLOPDUNHWDOVRUHO\RQWKUHHNLQGVRIVWUHQJWK
7KHWRROVRISURGXFWLRQFRQWHQWEHFRPHLQFUHDVLQJSRSXODUVRPRUHSHRSOHFDQFRQWULEXWHWKHLUFRQWHQW
RQWKHQHWZRUNVXFKDVXVLQJEORJPLFUREORJDQG:LNLSHGLDWRZULWHLPPHGLDWHO\XVLQJDYDULHW\RIIUHH
WRROVWRPDNHYLGHRDXGLRDQGXSORDGWKHPWRVRFLDOYLGHRVKDULQJVLWHV
$VGLVVHPLQDWLQJWRROVVRFLDOPHGLDUHGXFHWKHFRVWRIGLVVHPLQDWLQJVXFKDV,0440HVVHQJHUDQG
6N\SHEORJPLFUREORJ:LNLSHGLDDQGVRFLDOYLGHRVKDULQJVLWHV<RX7XEH<RX.XDQG7X'RX
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6RFLDO UHFRPPHQGVPHFKDQLVP 6RFLDO ERRNPDUNV VRFLDO FROOHFWLRQ VRFLDOPDNLQJ IULHQGV DQG566
DUHXWLOL]HGLQWKHPHFKDQLVP([SHUWV¶YLHZVFDQEHGLVVHPLQDWHGE\WKHFUHGLEOHQHWZRUNUHFRPPHQGDWLRQ
V\VWHPRIFRPPXQLW\ZKLFKFDQFUHDWHGHPDQGE\XWLOL]LQJWKHRUDOFRPPXQLFDWLRQHIIHFW
7KHUHIRUHWKHSRSXODULW\RIVRFLDOVRIWZDUHZLOOVXUHO\SURVSHUWKHORQJWDLOPDUNHWRIOHDUQLQJ:HFDQFDOO
WKHOHDUQLQJYLHZEDVHGRQWKHORQJWDLOVRFLDOQHWZRUNOHDUQLQJ7KHVLPSOHVWXQGHUVWDQGLQJLVWKDWOHDUQLQJLV
VXSSRUWHGE\VRFLDOVRIWZDUHLQWKHQHWZRUNHUD
7KHPDLQSXUSRVHRISUHVHQWLQJWKHYLHZLVWRSURYLGHJXLGDQFHIRUWHFKQRORJ\WRVXSSRUWWKHOHDUQLQJLQ
WKHQHWZRUNHUDWRLQWHJUDWHFXUUHQWOHDUQLQJWKHRU\DVIDUDVSRVVLEOHDQGWRH[SDQGWKHLUDSSOLFDWLRQVFRSH
$WSUHVHQWWKHOHDUQLQJWKHRU\RIFRQQHFWLYLVPDGYDQFHGE\&DQDGDVFKRODU6LHPHQVLQLV WKHPRVW
ZRUWK PHQWLRQHG LQ WKH QHWZRUN HUD ,WV IRFXVLQJ SRLQWV DUH OHDUQLQJ DQG NQRZOHGJH FDQ H[LVW RXWVLGH RI
SHRSOHWKHOHDUQLQJSURFHVVFDQEHUHSODFHGRUVXSSRUWHGE\WHFKQRORJ\QRZWKHSLSHLVPRUHLPSRUWDQWWKDQ
WKHFRQWHQWZLWKLQWKHSLSHOHDUQLQJLVWKHFRQQHFWLRQOHDUQLQJLVWRFUHDWHQHWZRUN
6LHPHQV¶FRQQHFWLYLVPDWWHPSWV WR UHSODFH WKHFXUUHQWEHKDYLRXULVPDQGFRQVWUXFWLYLVPZKLFK OHDG WRD
ORWRIFRQWURYHUV\7KH$XWKRUDOVREHOLHYHVWKDWLIZHHPSKDVL]HRQWKHFRQQHFWLRQOLWHUDOO\LWZLOOEHHDVLO\
OHW WKH OHDUQHUV IDFH WKH HPEDUUDVVPHQW RI ³NQRZ LW LV WRR ULJKW WR NQRZ WKH UHDVRQ ZK\ RI LW´ %XW DV D
OHDUQLQJFRQFHSWFRQQHFWLRQLVPLVYHU\LQVWUXFWLYHXQGRXEWHGO\7KLVSDSHUVXJJHVWVLWLVYHU\VXFFHVVIXOWKDW
XVLQJ WKH FRQVWUXFWLYLVP WR H[SODLQ WKH OHDUQLQJ LQVLGH WKH EUDLQ &RQVWUXFWLYLVP PDLQO\ IRFXVHV RQ WKH
NQRZOHGJH FRQVWUXFWHG ZLWKLQ LQGLYLGXDOV %XW SHRSOH DOZD\V FRQQHFW WKH LQIRUPDWLRQ EXW QRW FRQVWUXFW LW
ZKHQUHFHLYLQJWKHLQIRUPDWLRQ7KHFRQQHFWLYLVPPDLQO\IRFXVLQJRQWKHFRQQHFWLRQRIH[WHUQDONQRZOHGJH
VRXUFHVH[SODLQVWKHRXWVLGHEUDLQOHDUQLQJPRUHVXFFHVVIXOO\&RQVWUXFWLYLVPDQGFRQQHFWLRQLVPFRQVWLWXWHV
WKHORQJWDLOSKHQRPHQRQRIOHDUQLQJWKHRULHVVHHLQ)LJ7KHNQRZOHGJHIRUPHGDIWHUFRQVWUXFWLQJLVLQ
WKHKHDGZKLOHWKHODUJHDPRXQWRILQIRUPDWLRQLVLQWDLOZKLFKPDLQO\GHSHQGVRQWKHFRQQHFWLRQ$OWKRXJKD
VLQJOHSLHFHRILQIRUPDWLRQPD\VHHPLQVLJQLILFDQWLWFDQRXWEUHDNWKHWUHPHQGRXVSRZHUZKHQLWFRPELQHV
H[LVWLQJNQRZOHGJHVWUXFWXUH+LGGHQZHDNWLHVLQIRUPDWLRQLVWKHVRXUFHRISHUVRQDOLQQRYDWLRQ7KHKHDGLV
EDVLVLQQRYDWLRQVRFFXURQWKHWDLO-XVWDVWKHORQJWDLOGRHVQRWUHSODFHWKHUXOHWKLVSDSHUKROGVWKH
QRWLRQ WKDW FRQQHFWLYLVP DOVR FDQQRW UHSODFH FRQVWUXFWLYLVP &RQVWUXFWLYLVP LV VXLWDEOH WR H[SODLQ WKH
VFKRROLQJ ZKLOH WKH FRQQHFWLYLVP LVPRUH VXLWDEOH WR JXLGH WKH LQIRUPDO OHDUQLQJ ,Q WKH QHWZRUN HUD WKH
FRQQHFWLYLVP LV WKHRSWLPXPFRPSOHPHQW WRFRQVWUXFWLYLVP VR LWGHVHUYHVPRUHDWWHQWLRQDQGZLOOSOD\ DQ
LQFUHDVLQJO\VLJQLILFDQWUROH
6RFLDOQHWZRUNOHDUQLQJLVQRWDOHDUQLQJWKHRU\EXWRQO\DOHDUQLQJYLHZLWVPDLQFRQWHQWVLQFOXGHV
,Q WKH QHWZRUN HUD OHDUQLQJ LV VXSSRUWHG E\ WHFKQRORJ\ DQG VRFLDO VRIWZDUH LV DQ HIIHFWLYH OHDUQLQJ
VXSSRUWWRRO$WWKLVWLPHWKHQHWZRUNPDLQO\UHIHUVWRWKH,QWHUQHW
6RFLDOQHWZRUNOHDUQLQJFDQEHIXUWKHUGHILQHGDVWKHOHDUQLQJRIWKHUHDOVRFLDOQHWZRUNUHIHUVWRWKH
LQWHUSHUVRQDO QHWZRUN ZKLFK LV QRW QHFHVVDULO\ IRUPHG E\ LQIRUPDWLRQ WHFKQRORJ\ DQG LW HPSKDVL]HV WKH
FRQFHSWVXFKDVFRRSHUDWLRQVKDULQJFRPPXQLFDWLRQDQGWHDPDQGVRRQ$WWKLVWLPHWKHQHWZRUNPDLQO\
UHIHUVWRWKHVRFLDOQHWZRUN
6RFLDOQHWZRUNOHDUQLQJLVIRFXVHGRQWKHIRUPDWLRQRIOHDUQLQJQHWZRUNZKLFKLQFOXGHVQHXUDOQHWZRUN
LQVLGHRISHRSOHWKH,QWHUQHWDQGWKHVRFLDOQHWZRUNDQGLWLVWKHFRPELQDWLRQRIWKHWKUHHQHWV
6RFLDOQHWZRUNOHDUQLQJFRQVLGHUVWKDWFRQVWUXFWLYLVPDQGFRQQHFWLYLVPVKRXOGFRPSOHPHQWHDFKRWKHU
,I NQRZOHGJH LV FDWHJRUL]HG LQWR FRUH NQRZOHGJH DQG JURZWK NQRZOHGJH FRUH NQRZOHGJH GHSHQGV RQ
FRQVWUXFWLQJDQGJURZWKNQRZOHGJHGHSHQGVRQFRQQHFWLQJ
6RFLDO QHWZRUN OHDUQLQJ HPSKDVL]HV XQOLPLWHG VHOHFWLQJ DQG OD\ VWUHVV RQ GLVWLOOLQJ PHFKDQLVP 7KH
VLJQLILFDQFHRI WKH ORQJ WDLO LV LQILQLWH VHOHFWLQJZKLFKPHDQV LQGLYLGXDWLRQ1RGLVWLOOLQJ OHDUQHUVZLOOQRW
NQRZZKDWWRGR
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
)LJVHYHUDONLQGVRIORQJWDLOSKHQRPHQRQWKHORQJWDLOSKHQRPHQRQLQGDWDLQIRUPDWLRQDQGNQRZOHGJHWKHOHDUQLQJVW\OHWKH
OHDUQLQJUHVRXUFHVWKHOHDUQLQJVSDFHDQGWKHOHDUQLQJWKHRULHV
6XPPDUL]H
)URPWKHFRQWH[WZHFDQFRQFOXGHWKDWWKHUHREYLRXVO\H[LVWWKHORQJWDLOSKHQRPHQRQLQGDWDLQIRUPDWLRQ
DQG NQRZOHGJH VR GRHV WKH OHDUQLQJ VW\OH WKH OHDUQLQJ UHVRXUFH DQG WKH OHDUQLQJ VSDFH $FFRUGLQJ WR
SURVSHULQJ WKH ORQJ WDLOPDUNHW IDFWRUV WKLVSDSHUSURSRVHV WKH VRFLDO VRIWZDUH WRROVZKLFKFDQSURVSHU WKH
ORQJ WDLO RI OHDUQLQJ DQG WKH FRQFHSW RI VRFLDO QHWZRUN OHDUQLQJ 6RFLDO QHWZRUN OHDUQLQJ LV WKH OHDUQLQJ
VXSSRUWHGE\WKHVRFLDOVRIWZDUHLQQHWZRUNHUDRFFXUVLQWKHUHDOVRFLDOHQYLURQPHQWDQGLVWKHFRPELQDWLRQ
RI WKUHHQHWV QHXUDO QHWZRUN ,QWHUQHW VRFLDO QHWZRUN7KLVSDSHU KROGV WKHQRWLRQ WKDW FRQQHFWLYLVPDOVR
FDQQRWUHSODFHFRQVWUXFWLYLVPWKH\ERWKFRPSOHPHQWHDFKRWKHU
$FNQRZOHGJHPHQWV
7KLVSDSHULVWKHUHVHDUFKSURGXFWRIDSKLORVRSK\DQGVRFLDOVFLHQFHUHVHDUFKSURJUDPLQ7LDQMLQ²7KHRU\
5HVHDUFKRQ6RFLDO1HWZRUN/HDUQLQJ7--;
5HIHUHQFHV
>@&KULV$QGHUVRQ7KH/RQJ7DLO>0@$PHULFD
>@ 7KH :RUG %DQN 'HYHORSPHQW 5HSRUW 7HDP 7KH :RUG %DQN 'HYHORSPHQW 5HSRUW LQ 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
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
